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THE NATIONAL TRANSCONTINENTAL RAILWAY 
OF CANADA. 

The act respecting the construction of a National Trans- 
continental Railway, recently passed by the Parliament of 
Canada, constitutes, with its amendment, the most impor- 
tant legislation of the Dominion for many years past. In 
virtue of this measure and legislation concerning the Grand 
Trunk Pacific Railway Company, the government of Canada 
and a private corporation are engaged at the present time 
in preparing for the joint construction of a line of railway 
which, within the period of a little over seven years, will 
afford a new railway highway from the Atlantic Ocean to 
the Pacific, every mile of which will be upon Canadian soil. 

The original act 1 was passed during the Parliamentary 
session of 1903, and assented to on the 24th of October of 
that year, at the same time as assent was given to ths act 
incorporating the Grand Trunk Pacific Railway Company. 2 
The amended act 3 was passed at the session of Parliament 
held during the present year ; and it is under the provisions 
of the Act of 1903 as amended, and an act respecting the 
Grand Trunk Pacific Railway Company, 4 assented to on 
July 18, that the work of construction will be carried out. 

The new undertaking is expressive of the industrial and 
commercial expansion of the Dominion and of the national 
aspiration after greater security and independence in mat- 
ters of trade. In rapid increase of numbers and in extent 
of territory which it has settled, the population of the West 
has surpassed expectations. Continuous exploration has 

l"An Act respecting the Construction of the National Transcontinental Rail- 
way," 3 Edward VII., c. 71. 

8 "An Act to incorporate the Grand Trunk Pacific Railway Company," 3 Ed- 
ward VII., c. 221. 

8 "An Act to amend the National Transcontinental Railway Act," 4 Edward 
VII., c. 24. 

4 "An Act respecting the Grand Trunk Pacific Railway Company," 4 Edward 
VII., c. 80. 



NOTES AND MEMORANDA 137 

furthered settlement and disclosed resources which have 
become the basis of new or extended branches of commerce 
and industry, and these have led in turn to still further 
explorations. Development in productivity and trade have 
followed with like surprise and rapidity. Thus the field 
of Canadian industry has been enlarging steadily towards 
the West and North, away from the frontier boundary which 
limits its southern expansion; and to-day the necessity has 
arisen for increased transportation facilities to meet the re- 
quirements of settlers and the demands of industry and 
trade. 

The Canadian Pacific Railway, begun in 1881 and com- 
pleted in 1886, is at present the only transcontinental 
railway in the Dominion. The construction of any roads 
south of it for two decades from the time of beginning its 
construction was prohibited ; and in so far it had a guar- 
anteed monopoly of the trade of the West for this period. 
In Eastern Canada it is but one of several railways connect- 
ing the more important commercial centres and ports; and, 
since the completion of the period of its guaranteed monopoly 
in the West, competitors have entered the field to share with 
it the fruits of the increased productiveness of Manitoba and 
the North-west Territories. The competitive lines in the 
East and the West form in a disjointed way a continuous 
transcontinental road, connecting the vast, sparsely settled 
tracts of the West with the more thickly populated com- 
mercial and industrial centres of the East. So far, however, 
as transcontinental traffic is concerned, these railways oper- 
ate within an area the commercial requirements of which 
are served in part by the Canadian Pacific Railway. Neither 
the Canadian Pacific nor its competitors are so located as 
to meet the steadily increasing demands of the northward 
expanding industry, nor so as to be of service in opening 
up parts of the new territory available for settlement, both 
in the Eastern Provinces and in the West, and affording 
transportation facilities for such territories. 

In connection with the one transcontinental line, the 
Canadian Pacific, it is to be noted that it is constructed in 
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part through the United States. The portion from near 
Agnes in the Province of Quebec to St. Croix in the Province 
of New Brunswick is in the State of Maine. A perpetual 
obligation to the government of the United States, in the 
nature of a "bonding privilege," is thus incurred. Obliga- 
tions are a feature odious to the commercial rivalries of 
nations; and it is felt by many that the friendly political 
relations between the two countries should not be unneces- 
sarily subjected to a strain which the dictates of a relent- 
less commercialism might render inevitable, should the 
"bonding privilege" ever become a creature of its caprices. 

Political expediency and commercial necessity have there- 
fore been important determining factors in connection with 
the new national railway, which is intended to develop com- 
merce through Canadian ports, to secure the most direct 
and economical interchange of traffic between Eastern 
Canada and the Provinces and Territories west of the Great 
Lakes, and to deepen the channels of trade from East to 
West. In the language of the statute creating it, it is to 
serve as "a new railway highway across the Dominion of 
Canada from ocean to ocean," to be directed in its course 
"with a view to the opening up of new territory to settle- 
ment," and to be throughout "wholly within Canadian ter- 
ritory." "It is a work," to use the words of the Prime 
Minister at the time of introducing the measure in the 
House of Commons, "of a national character, necessitated 
by the status of Canada in the year 1903, just as the Inter- 
colonial Railway was necessitated by the status of Canada 
at the opening of Confederation, and just as the Canadian 
Pacific Railway was necessitated by the status of Canada 
a few years after Confederation." 

The prominent feature of the plan of construction of the 
new transcontinental railway is the arrangement whereby 
the government is to construct and own one portion of the 
road and a private corporation to construct and own the 
other portion, and, subsequently, subject to certain limi- 
tations and payments, to control the operation of the whole. 
The eastern terminus of the railway is the city of Moncton 
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in the Province of New Brunswick; its western terminus, 
the navigable waters of the Pacific Ocean at or near Port 
Simpson or some other port in British Columbia. The pro- 
posed course of the railway from East to West is to pass 
through the central part of the Province of New Brunswick 
and through the Province of Quebec by the shortest avail- 
able line to the city of Quebec, then through the northern 
portion of the Province of Quebec and Ontario and through 
the Province of Manitoba to the city of Winnipeg, from 
Winnipeg through the Province of Manitoba and North- 
west Territories to the Rocky Mountains by a route to be 
determined as the result of surveys, regard being had to the 
physical features of the country and the cost of construc- 
tion. It will then pass through the Rocky Mountains to 
the sea. The portion of the route from Moncton to Winni- 
peg is known as the Eastern Division, and is to be built 
by the government. The portion from Winnipeg to the 
Pacific is known as the Western Division, further divisible, 
according to the physical features of the district through 
which it passes into the prairie and mountain sections. This 
part is to be built by the Grand Trunk Pacific Railway 
Company, the company incorporated for the construction 
of this part, and which on its completion will operate the 
whole road. In its construction of the Western Division 
the company will be assisted by the State to the extent of 
certain definite obligations, and some additional liabilities 
which the government has agreed to accept. 

From Moncton to Winnipeg is a distance of 1,800 miles. 
The work of construction of this part (the Eastern Divi- 
sion, which is the part being built and to be owned by the 
government) is under the charge and control of four com- 
missioners. The commissioners are empowered to appoint 
and employ engineers (except the chief engineer, who is 
appointed by the governor in council), surveyors, officers, 
servants, agents, and workmen, may appropriate lands re- 
quired for the purpose, and have, in respect of the division, 
all the rights, powers, remedies, and immunities conferred 
upon a railway company under the Railway Act and its 
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amendments. They may let the work of construction by 
tender and contract; but members of the House of Com- 
mons and Senate are debarred from holding offices of emol- 
ument under the commission or from being interested during 
the period of construction in contracts, on penalty of dis- 
qualification. The commissioners have also power to con- 
struct telegraph and telephone lines on the Eastern Division, 
as may be reasonably required for its operation. 

The construction of the Eastern Division is to be com- 
menced at each of the termini, and at Quebec in opposite 
directions in such a way that the part of the road from 
Winnipeg to Quebec will be completed as nearly as possi- 
ble at the time of the completion of the road from Moncton 
to Quebec. The commissioners are to issue and deposit 
debentures with the Minister of Finance in amounts suffi- 
cient to pay sums of money for work and services as per- 
formed, debentures to be repayable in fifty years from July 
1, 1903, and bearing interest at 3 per cent, per annum 
payable half-yearly, the debentures and the interest thereon 
to be a first lien and charge upon the Eastern Division, and 
on all revenue and income after payment of maintenance 
charges. For the protection of the Grand Trunk Pacific 
Railway as lessees, a provision is made for the building of 
this division under the supervision of the company to insure 
its economical construction. 

The commissioners are obliged to render monthly ac- 
counts to the Minister of Railways and Canals; to keep 
books which shall be subject at all times to the inspection 
of any of the commissioners, the Minister of Railways and 
Canals, or officers specially appointed by any of these or 
by the Auditor-general. They are also required to make 
to the governor in council through the Minister of Railways 
and Canals an annual report for the information of Parlia- 
ment. The accounts of the commissioners, in respect of 
receipts and expenditures, are to be subject to examination 
and audit by the Auditor-general. 

From Winnipeg to the Pacific Ocean is a distance of about 
1,500 miles. The construction of this Western Division is 
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to be at the cost of the Grand Trunk Pacific Railway Com- 
pany; and the work is to be carried on according to plans 
and specifications to be approved by the government, the 
work to be completed by December 1, 1911. The construc- 
tion and equipment of this division is to be on a standard 
not inferior to the main line of the Grand Trunk Railway 
Company between Montreal and Toronto. A deposit of 
$5,000,000 cash or government securities is required to be 
made by the company as security for the construction of 
the division and the first equipment of the whole line, the 
government to pay 3 per cent, interest on the cash deposit, 
and transfer the interest on the securities, the deposit to 
be returned on the completion of construction and equip- 
ment. 

For the purpose of aiding the company in the construc- 
tion of this division, the government is to assist the com- 
pany by a guarantee of its bonds and by part payment of 
interest. Broadly, the government is to guarantee the 
bonds of the company to the extent of 75 per cent, of the 
cost of construction, subject to the conditions hereinafter 
mentioned for the entire division, and on the mountain 
section is to pay the interest on the actual cost of construc- 
tion at the rate of 3 per cent, for a period of seven years, 
which is equivalent to a cash bonus. 

Stated more in detail, the agreement between the govern- 
ment and the company is as follows : The government is to 
guarantee to pay the principal and interest on an issue of 
bonds to be made by the company for a principal amount 
equivalent to 75 per cent, of the cost of construction of 
the division; but such principal amount is not to exceed 
$13,000 per mile in respect of the prairie section, although 
75 per cent, of the cost of construction may exceed this 
sum per mile. The bonds may be issued in the currency 
of Canada or sterling money of Great Britain at denomi- 
nations to be agreed upon, the principal payable in fifty 
years from the date of issue, which is to be as soon as the 
Western Division is constructed and equipped ready for 
operation in accordance with the agreement, provided that 
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the Eastern Division is then also furnished with the equip- 
ment required, and that the cash deposit is still unforfeited 
in the hands of the government. The bonds are to bear 
interest at the rate of 3 per cent, per annum, payable half- 
yearly. If the company should default in paying interest 
on the bonds, the government will pay the same, and take 
up the coupons representing such interest; and the pay- 
ments so made are to be a charge under the mortgage to be 
given to secure the guaranteed bonds of the government, 
which shall be subrogated to all the rights of the holders 
of the bonds. 

As to the mountain section, the government is to pay the 
interest on the bonds, guaranteed for seven years. There- 
after the company is liable for the bonds, principal, and 
interest, subject to the same conditions in case of default 
in payment as in the case of the prairie section, with this 
exception, however: that during the period of three years 
succeeding the seven the government shall not be entitled 
to exercise any rights of foreclosure or sale against the com- 
pany or take possession of the railway if the company de- 
fault in payment of interest on guaranteed bonds; but any 
moneys paid by the government shall be repaid by the com- 
pany to the government as follows : at the end of the period 
of three years the whole amount so paid by the govern- 
ment to be capitalized and repaid by the company to the 
government, with interest at the rate of 3 per cent, per 
annum, or the company may at its option repay the sum 
in forty equal instalments with interest or give to the gov- 
ernment bonds for the interest so capitalized, payable in 
forty years with interest. After the first ten years the gov- 
ernment is to guarantee the interest on the bonds until the 
principal is paid, subject to the same duties and rights in 
case of default by the company as in the other guarantees. 

Upon completion of the construction of the Eastern 
Division, it is to be leased to the Grand Trunk Pacific Rail- 
way Company for a period of fifty years, the company pay- 
ing therefor a rental of 3 per cent, of the actual cost, and 
accepting the condition of granting to any other Canadian 
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railways running privileges over the line on such terms as 
may by agreement between the government and the com- 
pany be deemed reasonable and fair. For the first seven 
years the government will remit the interest, which is equiva- 
lent to granting to the company a cash bonus during that 
period of time equal to the interest on the cost of construc- 
tion on a 3 per cent, basis. At the expiration of the lease 
the government may take possession and operate this 
part of the railway on its own account, or it may lease the 
line to the Grand Trunk Pacific or other company for a 
further period of time on terms to be then arranged, sub- 
ject, however, to the restriction that preference is to be 
given to the Grand Trunk Pacific Company in the event 
of that company agreeing to terms as favorable as those 
offered by any other company. 

The company is to equip both divisions with modern 
and complete rolling stock, suitable and sufficient for effi- 
cient operation and the handling of all classes of traffic to 
the satisfaction of the government, and at all times during 
the continuance of the lease of the Eastern Division to 
maintain efficient service over both divisions of the rail- 
way. The first equipment of the completed road is to be 
of a value of at least $20,000,000, of which not less than 
$5,000,000 worth shall be supplied for the operation of the 
Eastern Division ; and this amount of rolling stock, together 
with all rentals and conditions, is to be marked as assigned 
to the Eastern Division and held to form part of its equip- 
ment for the period of the lease. 

Of other features of the agreement between the govern- 
ment and the company, one of the most important, from 
the viewpoint of national trade, is the condition requiring 
the company to ship all goods consigned to it over Canadian 
territory to Canadian ocean ports, when not specially di- 
rected to forward them by another course, also the condi- 
tion requiring the company at no time to charge a through 
rate on export traffic from the point of origin to the point 
of destination which shall be greater via Canadian ports 
than via United States, ports. The company is also required 
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to provide shipping connections on both the Atlantic and 
Pacific Oceans sufficient in tonnage and number of sailings 
to take care of and transport all its traffic, both inward and 
outward; nor is it to permit traffic to be diverted to ports 
outside of Canada upon the ground that there is not a 
sufficient amount of shipping to transport such traffic from 
or to Canadian ocean ports. 

The government reserves powers of running and haulage 
rights over the Eastern Division for the Intercolonial or 
other lines of railway and over the Western Division for 
any lines of railway, subject to terms of agreement with 
the company; and the latter are given similar rates over 
the Intercolonial. The rates to be levied and taken by the 
company upon any part of the railway are to be under the 
control of the governor in council or any tribunal author- 
ized by Parliament for the regulation or control of the busi- 
ness of railways. 

The company is required to purchase all materials and 
supplies for the construction of the Western Division and 
the equipment of the whole from Canadian producers, where 
these can be purchased in Canada in the desired quantities 
and of equal quality upon terms equally advantageous with 
those procurable elsewhere. The government's guarantee 
is also made conditional on payment by the company of all 
just claims of contractors for materials, supplies, and wages 
incurred in connection with the construction of the road. 

The government is to have the right of appointing one 
director of the company during the term of its lease of the 
Eastern Division, and so long as the government remains 
liable for any portion of the bonds issued. Provision is 
made for arbitrating any points of dispute or differences 
between the company and the government which may 
arise, and cannot be otherwise settled between them. 

The capital stock of the company is fixed at $45,000,000, 
of which not more than $20,000,000 is to be preferred, and 
not less than $25,000,000 common, stock. The Grand Trunk 
Pacific Railway Company has undertaken that the Grand 
Trunk Railway Company shall take the full amount of the 
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common stock, except the shares held by directors, which 
are not to exceed 1,000. But the Grand Trunk Railway 
Company is not to be prevented from making any such 
disposition of the common stock as it may deem expedient, 
though it is to continue to hold a majority of this stock by 
such title as shall enable the Grand Trunk Railway Com- 
pany to control the policy of the Grand Trunk Pacific Com- 
pany during the term of the lease to it of the Eastern Divi- 
sion, and so long as any bonds guaranteed by the govern- 
ment under the terms of the agreement between the govern- 
ment and the Grand Trunk Pacific Railway Company may 
remain outstanding. 

The Grand Trunk Pacific Railway Company has agreed 
that the Grand Trunk Railway Company will guarantee 
its bonds for the balance required for the construction of 
the Western Division (exclusive of $20,000,000 required for 
the first equipment of the road), and the Grand Trunk 
Pacific Company is allowed to issue a second series of bonds 
to be so guaranteed, which are to be a second charge on the 
property mortgaged to secure the government guarantees. 

In case of default by the company a remedy of the gov- 
ernment will be in the taking possession of the Western 
Division through an agent or manager with power to man- 
age and operate the division and to receive the tolls and 
revenue. It is provided that, in the event of such remedy 
becoming necessary and being adopted, the manager ap- 
pointed is to distribute the surplus toils and revenue after 
payment of the working expenses pari passu between the 
government or other holders of the bonds secured, in the 
proportion of 75 per cent, to the holders of the first series 
and 25 per cent, to the holders of the second series. The 
right of the government to possession is to terminate if 
and when the application of the proportion provided of the 
surplus tolls and revenues shall have paid off all arrears 
of such interest. There is a further proviso that the gov- 
ernment is not to exercise any of its rights in respect of 
possession by the company until there has been a default 
for five years. 
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A comparison in certain particulars between the terms 
upon which the new transcontinental railway is being con- 
structed with those upon which the construction of the 
Canadian Pacific Railway was carried out twenty-five years 
ago is interesting and instructive. An amount of $25,000,- 
000 in cash, of 25,000,000 acres of public lands, many miles 
of railway already constructed by the government at an 
estimated cost of $30,000,000, of guaranteed immunity from 
competition throughout the West by lines to the South for 
a period of twenty years, extensive taxation exemptions, — 
these are concessions of the earlier undertaking, none of which 
are to be found in the agreement governing the construc- 
tion of the present road. To the Grand Trunk Pacific Rail- 
way Company no direct appropriation of public funds has 
been made, not an acre of public lands has been granted. 
The part of the road to be constructed by the government 
will be retained in its possession and leased. Instead of 
immunity from competitive rivalry are provisions securing 
to existing or possible future rivals running privileges over 
the company's lines on certain conditions. No mention is 
made of taxation, no exemption granted. On the other 
hand the new railway has its bonds guaranteed to the ex- 
tent of 75 per cent, of their value, receives payment of the 
interest on the cost of construction of a part of its road for 
a period of years, and receives also what is virtually a free 
lease of the government's road for a period of years. Ex- 
cepting these differences in terms, it would appear that 
against the uncertainties arising from the limited knowledge 
of conditions and prospects of a quarter of a century ago 
the more certain outlook and probabilities of the present 
have been weighed. An assured trade with government 
guarantee would appear to be a present-day substitute for 
the land and money grants, the monopolies and exemp- 
tions, of the past. 

The railway legislation has been since the time of its in- 
troduction in Parliament the chief subject of controversy 
in the arena of party politics. The government of the day 
having created and brought forward the measure, it has 
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found strong indorsement from the ranks of the Liberal 
party and the Liberal press, though the resignation of his 
portfolio as Minister of Railways and Canals by the Hon. 
A. G. Blair at the time the measure was being introduced, 
on the ground of a difference with his colleagues as to the 
policy of the government in the matter, was evidence of a 
conflict of opinion among a section of the government sup- 
porters, — a difference which has not failed to be made the 
most of by the opposition (Conservative) leaders and press. 
The expediency of immediately proceeding with so vast 
an enterprise without opportunity being given for obtaining 
in fuller detail particulars as to the country through which 
the new road is to pass ; the advisability of the government 
undertaking the construction of the less profitable part of 
the road and undertaking construction at all through a 
part of the country which is already served by the In- 
tercolonial Railway, a government-owned road ; and the 
greater wisdom of an alternative policy of government 
ownership of the entire railway or such parts as it might 
be deemed advisable to build, — are phases of criticism around 
which the battles of party debate waged whilst the meas- 
ure was under discussion in Parliament, and which have 
been prominent in the electoral contest which has followed 
its dissolution. Against the policy of delay on the ground 
of insufficient knowledge of the country through which the 
road is to pass the government have argued a possession of 
ample data on which to base a judgment, the existence of 
extensive productive areas, valuable alike for settlement 
and exploration, and the urgency of the need to secure at 
onoe a sure interchange of products between the East and 
West. The inadequacy of present facilities was further 
urged. As to the construction and ownership of the Moncton 
to Winnipeg part of the road, it has been maintained that 
its position affords a means of control over the whole which 
is most desirable, while business is secured to this division 
in virtue of its location, without the government being- 
obliged to undertake those additional and supplementary 
enterprises for which a private corporation is better suited, 
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and which, because also of its location, it will be necessary 
to have carried out in connection with the Western Division. 
As to paralleling the Intercolonial, it has been pointed out 
that the route of the new railway will be shorter than that 
of the Intercolonial between Quebec and Moncton by about 
180 miles ; that the parts of the Provinces of Quebec and 
New Brunswick to which the two lines will minister are not 
the same, the lines at no point save the immediate vicin- 
ities of the termini being less than 30 miles apart. It has 
been urged, further, that the route of the Intercolonial 
was determined some forty years ago on the ground of what 
was politically expedient at the time, and that the trade 
of to-day should not be forced to inherit with its faults a 
condition of things perhaps wise in the past, but which, 
commercially considered, may be disastrous at the present 
time. 

Against the policy of government ownership of the entire 
line have been set forth the superior merits of individual 
ownership in an undertaking of the kind. It has been 
pointed out that, whatever the advantages of public owner- 
ship may be where favorable conditions exist, they are not 
certain where conditions precedent to commercial success 
have largely to be created. The construction of wharves 
and elevators, the employment of commercial agents and 
agencies in Asiatic countries, the equipment of an ocean 
carrying service, the erection and maintenance of hotels, 
and the thousand and one devices necessary and incident 
to the successful creation of a set of conditions which may 
attract and establish a profitable business for the railway, — 
all these, it has been alleged, so essential to the financial 
success of the undertaking, are matters which private in- 
vestment and management may be expected to direct with 
greater efficiency and service, and many of them of a nature 
which it would be undesirable, if not impossible, for a gov- 
ernment to perform. 

W. L. Mackenzie Kino. 
Ottawa, Canada. 



